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to, and that you want to accept this respon-
sibility.

You may have to pay up to the full amount
of the debt if the borrower does not pay. You
may also have to pay late fees or collection
costs, which increase this amount.

The bank can collect this debt from you
without first trying to collect from the bor-
rower. The bank can use the same collection
methods against you that can be used
against the borrower, such as suing you, gar-
nishing your wages, etc. If this debt is ever
in default, that fact may become a part of
your credit record.

This notice is not the contract that makes
you liable for the debt.

(2) In the case of open-end credit, the
disclosure statement shall be given to
the cosigner prior to the time that the
cosigner becomes obligated for fees or
transactions on the account.

(3) A bank that is in compliance with
this paragraph may not be held in vio-
lation of paragraph (a)(2) of this sec-
tion.

§ 227.15 Unfair late charges.

(a) In connection with collecting a
debt arising out of an extension of
credit to a consumer, it is an unfair act
or practice for a bank to levy or collect
any delinquency charge on a payment,
when the only delinquency is attrib-
utable to late fees or delinquency
charges assessed on earlier install-
ments, and the payment is otherwise a
full payment for the applicable period
and is paid on its due date or within an
applicable grace period.

(b) For the purposes of this section,
collecting a debt means any activity,
other than the use of judicial process,
that is intended to bring about or does
bring about repayment of all or part of
money due (or alleged to be due) from
a consumer.

§ 227.16 State exemptions.

(a) General rule. (1) An appropriate
state agency may apply to the Board
for a determination that:

(i) There is a state requirement or
prohibition in effect that applies to
any transaction to which a provision of
this subpart applies; and

(ii) The state requirement or prohibi-
tion affords a level of protection to
consumers that is substantially equiva-

lent to, or greater than, the protection
afforded by this subpart.

(2) If the Board makes such a deter-
mination, the provision of this subpart
will not be in effect in that state to the
extent specified by the Board in its de-
termination, for as long as the state
administers and enforces the state re-
quirement or prohibition effectively.

(b) Applications. The procedures under
which a state agency may apply for an
exemption under this section are the
same as those set forth in appendix B
to Regulation Z (12 CFR part 226).
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